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SUBJ: NEW AUTOMOTIVE INDUSTRY POLICY 

1. THE DIRECTOR OF INDUSTRIES OF THE MINISTRY OF DEVELOPMENT 

HAS REVEALED DETAILS OF NEW POLICIES FOR THE VENEZUELAN AUTOMOTIVE 
INDUSTRY WHICH WERE APPROVED DURING THE LAST CABINET MEETING. 

THE SALIENT POINTS ARE A LIMITATION OF MODELS TO BE 
MANUFACTURED FROM THE PRESENT 52 DOWN TO 10 OR 12 MODELS AND 
THEIN CORPORATION OF ENGINES AND TRANSMISSIONS. 

2. THE PLAN COVERS THE YEARS 1975 THROUGH 1987 AND ESTABLISHES 
DETAILED PLANS OF PERCENTAGE OF USE OF LOCALLY MADE PARTS, 
INCREASING FROM YEAR TO YEAR, UNTIL REACHING 90 PERCENT. 

THE FOLLOWING CENTRAL MANUFACTURING PLANTS ARE TO BE INSTALLED: 

A FORGE WITH 15,000 TONS/YEAR CAPACITY; A FOUNDRY WITH 60,000 
TONS/YEAR; TWO ENGINE PLANTS FOR SIX AND EIGHT CYLINDER ENGINES 
WITH A CAPACITY OF 144,000 UNITS/YEAR; ONE PLANT FOR FOUR 
CYLINDER ENGINES TO PRODUCE 46,000 UNITS/YEAR; A DIESEL 
ENGINE FOR 4,000 UNITS AND ONE 

TRANSMISSION PLANT EACH FOR GYDRAULIC AND SYNCHRONIZED TRANS- 
MISSIONS WITH 96,000 AND 100,000 UNITS/YEAR CAPACITY, RES- 
PECTIVELY. 
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3. TOTAL INVESTMENT FOR THESE PROJECTS ARE ESTIMATED AT BS. 
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2 BILLION AND THE GOV ESTIMATES THAT 30,000 NEWJOBS WILL BE 
CREATED. 

4. NO NEW MANUFACUTRERS WILL BE AUTHORIZED. PRICE 
CONTROLS ON COMPONENTS AND VEHICLES WILL BE ESTABLISHED 
OR UPHELD. RESPECTIVELY. ASSEMBLERS MUST GUARANTEE PARTS FOR 
SEVEN YEARS FOR ANY MODEL PRODUCED. AFTER 1987, ANY IMPORTS 
MUST BE COMPENSATED FOR BY EXPORTS OF OTHER PARTS. 

COMMENT: THERE SEEMS TO BE LITTLE DOUBT THAT THIS NEW POLICY, 

IF FULLY IMPLEMENTED, WILL CAUSE A SHAKEOUT OF THE AUTOMOBILE 
INDUSTRY. WHILE THE REDUCTION IN NUMBER OF MODELS ALONE MIGHT 
NOT DIRECTLY CAUSE SUCH A RESULT, THE REQUIREMENT TO USE 
LOCALLY MADE ENGINES WILL CERTAINLY INDUCE SOME OF THE ASSEMBLERS 
TO LEAVE, MERCEDEZ BENZ AND VOLKSWAGON ALREADY HAVE MADE 
ANNOUNCEMENTS TO THIS EFFECTS. PRICE CONTROLS ALREADY EXIST 
ON LOW TO MEDIUM-PRICED AUTOMOBILES AND ONE SAME COMPONENTS, 
SUCH AS BATTERIES AND TIRES. IF PRICES FOR LOCALLY MADE 
COMPONENTS ARE NOT CONTROLLED EFFECTIVELY, THEY WOULD 
INCREASE ASSEMBLY COSTS EXORBITANTLY, WITH PRESENT PRICE 
CEILINGS OF AUTOMOBILES WOULD RESULT IN TOO LOW A PROFIT 
MARGIN TO MAKE ASSEMBLERS INTERESTED IN REMAINING IN 
VENEZUELA. 

SHLAUDEMAN 
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